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US President George W. Bush refused to temporarily extend the US Andean Trade Preference
Act (ATPA), which expired May 16. Congressional renewal is bogged down because the ATPA
authorization is attached to a major trade bill.
On May 15, the White House turned down a Senate request to extend the ATPA, which is part of
a bill that includes the Trade Preference Authority (TPA), formerly called fast track, and the Trade
Adjustment Assistance (TAA), a benefit for workers who lose their jobs because of imports. "That
was an extraordinary extension and it was a one-time extension," White House spokeswoman
Claire Buchan said of the February deferral. "Now it's time for the Senate to act. There are a
number of measures before the Senate that would make the ATPA retroactive once enacted, and the
administration would support those."
Last February, Bush issued a 90-day extension for the tariff benefits for Colombia, Ecuador, Peru,
and Bolivia, which had faced increased duties on about US$1.9 billion of their exports to the US
when the ATPA expired in December. The ATPA was a ten-year incentive program to encourage
Andean farmers to grow crops other than those used for cocaine and heroin manufacture. It allowed
the Andean countries to export hundreds of products to the US at no or reduced duties. In Quito,
Joyce de Ginatta, former head of the Chamber of Small Businesses, called the Senate's failure to
renew the agreement before it expired an enormous error. "If the US wants to grow economically
and stem migration, it should promote jobs in this part of the world," de Ginatta said.
During Bush's trip to Latin America in late March, the presidents of the Andean countries pressed
him on the need to not only renew, but expand, the ATPA (see NotiSur, 2002-04-05). Bush had
hoped that the measure would have passed before his trip, but he told Andean leaders that he was
confident it would be passed by April 22. Senate passage of the trade bill that includes the ATPA is
expected by week's end, but the measure will still face significant hurdles. When the trade bill clears
the Senate, it must go to a conference committee to be reconciled with the bill that squeaked by the
House by one vote on Dec. 4, 2001. If a deal is worked out in committee, the final bill faces an uphill
battle to obtain a majority back in the House.

Costs are economic and political
Andean officials say without passage of the ATPA, the future of entire industries is uncertain. As
of May 17, exporters across the region faced US duties of up to 40% on trade items that include
flowers, coffee, and gold. With the expiration of the ATPA, Andean businesses were required to pay
retroactive duties to the US, for exports since Feb. 15, that could climb as high as US$400 million.
Antonio Castillo, head of the Peruvian government's export promotion agency, said many sectors
would be hit hard, especially fisheries, chemicals, jewelry, and agriculture, as tariffs rise between 4%
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and 21%. About 45% of Peru's exports worth approximately US$790 million were covered under the
agreement, he said.
Colombian "flower exporters emerged as a business sector because of ATPA," said Shanker
Singham, a Miami-based trade expert. "They could easily disappear as a business sector because
of the failure to renew ATPA." Colombia is the principal exporter of flowers to the US. Before the
ATPA expired, it expected to earn US$600 million this year. To keep prices competitive, exporters
will not be able to raise prices to pass the cost of the tariffs on to the US buyer, said Augusto Solano
Mejia, president of the Colombian Flower Growers Association. In an effort to offset the dire effects
to exporters, Colombian government officials said the state Banco de Comercio Exterior (Bancoldex)
would extend a temporary line of credit for US$50 million that would be available for exporters
whose products had been covered by the ATPA.
The Ecuadoran government has also made funds available to pay the tariffs. But the Andean
governments are all experiencing recessions, and providing assistance to exporters only hurts
other areas. In Bolivia, the outlook for exporters was bleak. "This is definitely going to cause
unemployment and decrease investment here. All agricultural producers and lumber and jewelry
manufacturers are going to get hit hard," said Jose Vicente Maldonado of the Corporacion Andina
de Fomento (CAF), which provides development loans to member countries.
Many analysts saw the expiration of the ATPA as a betrayal by the Bush administration. "Bolivia has
put a lot of effort into eradicating coca, which has caused a lot of problems here," said analyst Carlos
Villegas. The eradication drive resulted in violent clashes pitting the police and military against the
coca farmers in the Chapare, the major coca-growing region in Bolivia. "The least that we expected
was some reciprocity from the US, that they would open up their markets to help us compensate for
these losses," Villegas said. Local governments and business people are frustrated with what they
see as the Bush administration's lack of interest in the region.
A May 21 editorial in the Quito daily El Comercio said two examples of the Bush administration's
attitude were its decision to harden its anti-Cuba policy and its failure to win passage of ATPA
legislation.
On May 16, officials said they would continue lobbying to get the ATPA passed. "Ecuador, in close
collaboration with Bolivia, Colombia, and Peru, will continue efforts at the highest level to obtain the
renewal and extension of the ATPA, since it goes along with national and community objectives,"
an Ecuadoran Foreign Ministry statement said. But the frustration of Andean governments could
indicate major difficulties for the Bush administration's goal to complete the Free Trade Area of
the Americas (FTAA) by 2005 as scheduled. "It is a very negative statement not just of the ability of
the US to create the FTAA, but of the ability of the US to negotiate on trade at all, with any trading
partner," Singham said.
Recent moves by the Bush administration, seen as protectionist in much of the world, further
complicate the picture. Heading the list of irritants for US trading partners are duties on imported
steel and subsidies for US agriculture.
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